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MEMORANDUM TO THE SECRETARY: sf i 


a if foe 
From: Commissioner of Internal Revenue 


AG 


Tax reform in Latin America and the Alliance for Progress 
reached a significant milestone in Panama this month. 


During their meeting in Panama City from May 1-10, the 
Directors-General of Taxation of the Western Hemisphere 
organized the Inter-American Center of Tax Administrators. 
The central purpose of the new organization is to press for 
improved tax administration by exchanges of concepts and 
experiences and, soon, on a broader plane, to assist each 
other through such self-help measures as seminars and 
exchanges of technical experts and missions, 


Up to now, Latin America has been receiving technical 
assistance in tax administration mainly. from the Foreign Tax 
Assistance Staff of the IRS, in cooperation with AID, and 
to a lesser degree from such multi-national organizations 
as the OAS, the IMF, and the UN. Through the new Center, 
the countries of Latin America ultimately, and hopefully, 
will acquire an enlarged independent capability to strengthen 
their own tax administrations, pursuant to the self-help 
principle of the Alliance for Progress. ' 


Forty-two delegates from 20 countries in the Western 
Hemisphere, including Canada and Mexico, participated in the 
Panama meeting. Additionally, tax administrators from Jamaica, 
the Philippines, South Korea, Trinidad-Tobago and Turkey 
attended as observers, along with representatives of AID, IMF, 
UN, OAS, and other multi-national organizations. 


t 
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The Panama meeting, with few exceptions, followed the 
schedule outlined in the attached Program. The new Center 
was organized during the first two days, and the Constitutional 
Assembly approved the charter and elected its Executive Council, 


as follows: 


Sheldon S. Cohen 
United States 


President 


Anibal de Leon 
Guatemala 


First Councilor 


Arturo Cabrera 
Ecuador 


Second Councilor 


Francisco Garcia Hercules 
Venezuela 


Third Councilor 


Eleazar P. Da Silva 
Brazil 


‘Fourth Councilor 


The Assembly then voted, among other things, to: 


yoo. t 


-- Charter the Center under the laws of the U.S.;3 


-~- Locate the Executive Secretariat, for not more 
than two years, in Washington, D. C. (where it 
can receive some support from IRS's Foreign 

Tax Assistance Staff and the OAS in its early 
years), and then move it permanently to Panama; 


Authorize the Executive Council to negotiate 
and conclude arrangements for financial support; 


Hold the annual meetings for the next three _ 
successive years in Buenos Aires, Mexico City, 
and Rio de Janeiro, respectively. 
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The Executive Council appointed, as its Executive 
Secretary, Mr. Menalco Soiis, Director-General of Revenue 

of Panama. Mr. Solis is scheduled to assume his new duties 

in Washington, D. C., on about September 1, after he 

resigns as Director-General. The Council also asked Harold 

Moss, Director of our Foreign Tax Assistance Staff, to carry 
on as the Acting Executive Secretary until such time as 

Dr. Solis can assume his duties in Washington. 


Fae hl et oe cre ee mn 


The technical discussions, following the organizational 
phase of the Panama mecting, covered a broad range of subjects 
in tax administration and tax policy. The speakers included 

Latin American Directors-General, several of whom presented 

case studies, plus authorities from the U. S. and Canada, 

including Assistant Secretary Surrey, Assistant Deputy 

Minister for Revenue Herbert of Canada, and Professors Carl 

Shoup of Columbia University and John Due of the University 

of Illinois. The presentations and the comments and 

questions from the floor were spirited and frank and, accord- 

ing to the participants and observers with whom I spoke, 

extremely fruitful. 


Indicative of the frankness of the discussions was a 
comment made by Dr. Rafael Isaza Gonzalez, Director of 
National Taxes of Colombia, during his presentation on 
automatic data processing in Colombia. Dr. Isaza digressed 

from his topic to state that Latin Americans generally 

suffer from a certain "malaise"'--that is, laziness. Illus- 

trative of this "malaise", he noted that he had observed 

that Latin American government employees tend to be inactive 

during the working day and then, at the end of the day, , 
leave their desks refreshed and ready for the evening's 

social activities. 


Financing of the Center's organization and operations 
during the first few years is .pected to come mainly from 
AID, OAS, private foundations, and voluntary contributions 
from some member countries. Hopefully, the Center ultimately 
will be financed exclusively through country assessments. 
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There were two meetings with President Marco A. Robles-- 
the first, a private meeting during which I communicated 
President Johnson's and your own respects; and the second, 

a reception for all the delegates and observers at the 
Presidential Palace, where President Robles offered a toast 
to the success of the new Center. 


During the ten days of business and social activities, 
professional and personal associations cutting across national 
boundaries were newly formec and, in many cases, renewed and 
strengthened--and with good .ffect, I believe. Illustratively, 
some delegates arranged to stop off in other countries en 
route home, to observe tax administration operations and 
exchange views at first hand. 


The delegates' response to the meeting, with regard 
both to the formation of the Center and to the technical 
discussions, was uniformly enthusiastic. 


I believe that the Panama meeting and the launching of 
the Inter-American Center of Tax Administrators have contributed 
greatly to the development of a solid institutional base for 
future self-help in tax administration in the hemisphere. 
If the new organization is as successful as hopefully it will 
be, we have witnessed a major step in modern tax administration 
improvement and in enlightened aid to our neighbors. 


THE WHITE HOUSE 
WASHINGTON 


Thursday, May 11, 1967 
i 
/ 3:30 p.m, 


MR, PRESIDENT: 
In a subsequent telephone conversation, 


Bob told me the compensation issue is now 
the critical issue; and itis tough. 


[ou R. 
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MEMORANDUM 


THE WHITE HOUSE 


WASHINGTON 
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Mr. President: 


Og SUE HS RN? 


steitgds 


Sheldon Cohen, who has been in Panama reviewing our technical 
assistance in tax collection in Latin America, was called in by 
President Robles and asked to communicate the two following messages 


to you: = a " a 


Qo 1, He (Robles) is anxious that we force the pace of treaty ; 

a aee : F , ‘ A 
negotiations, since he will become a lame duck and begin to lose his 3 
influence from about September when the election campaign begins. 


A] 
2. He wishes to keep the present AID Director, Jim Megellas, i 
for the rest of his (Robles') term, ; 


Sheldon added that Robles had apparently fallen in love with 
Megellas who appears to know everyone in Panama from cabinet ministers 
to peasants by their first names, 


I told Sheldon to pass the message about Megellas to Linc Gordon 
and Dave Bronheim, which he will do. 


(yw. Z* Rostow 


TRANSFERRED TO HANDWRITING FILE 


if 


THE WHITE HOUSE 
WASHINGTON 


May 3, 1967 


Bromley Smith 

Jim Gaithe 
Attached per our conversation is the letter 
requesting a telegram to Rabbi Witkin in 
the Canal Zone. The telegram will follow 
the suggestion contained in paragraph 4. 
If you have any problems with this, please 


let us know before 5:00 p.m. 


Attachment 


am 
CANAL ZONE GOVERNMENT 
BALBOA IIKIGHTS, CANAL ZONE 
OFFICE OF THE GOVERNOR 


IN REPLY REFER TO: April 26, 1967 


Honorable Joseph A. Califano, Jr. 
Special Assistant to the President 
The White House 
Washington, D.C. 20500 


Dear Joe: 


Rakbi Nathan Witkin, who Is Director of the Jewish Welfare Board Armed 
Forces Service Center in Balboa, Canal Zone, and Jewish Auxiliary Chaplain 
for the United States Southern Command, is retiring after 30 years In the Zone. 
The Rabbi is an extraordinary man who hag the respect and affection of persons 

of all faiths throughout Panama and the Canal Zone. A committee of friends, 
including the Vice President of Panama, the Lieutenant Governor, the Command= 
Ing General, United States Army Southern Command, the United States District 
Judge, the Catholic Archbishop of Panama and many others have organized a large 
community farewell on May 4, 1967. ; 


At a meeting today Ambassador Adair, General Porter and | agreed that an 
_ effort be made to obfain a letter from President Johnson to Rabbi Witkin for pre~ 

- sentation at the despedida on May 4th. Such a letter of recognition from the 
President would be a fine thing for the Rabbi and would certainly be well received 
in this community. The time is so short that it was felt that a personal approach to 
the White House was indicated. Because of your past association with the Canal Zone 
| am writing to you in the hopes that you can help or put the proposal in the hands of 
someone else if you feel it is appropriate to pursue it. 


For convenience, a text of a letter along the following lines is suggested: 


“Countless individuals of all faiths in Panama and the Canal Zone 
have benefited from your personal dedication fo service above self during 
your thirty years on the Isthmus of Panama. Through your directorship of 
the Jewish Welfare Board Armed Forces Service Center, and your active 
practice of good citizenship in all things, you have earned the respect and 
affection of servicemen and the entire Isthralan community. fam happy to 
join your host of friends in wishing you and your faalty well upon your 
retirement from the Canal Zone.' 


Additional information about Rabbi Witkin follows: Native of New York, son 
and grandson of rabbis, attended seminaries in New York and Jerusalem, ordained in 


Palestine, postgraduate work there in Hebrew University. Received Medal of 
Freedom from President Truman in 1947; the Vasco Nunez de Balboa from Govern= 
ment of Panama in 1962; Frank L. Weil Award from the Jewish Welfare Board in 
1959, for distinguished contribution to the welfare of Jewish personnel of the’Armed 
Forces; and Canal Zone Citizen of the Year Award in 1965 from American Legion. 
Rabbi Witkin and his wife, Helen, who teaches at Balboa High School, and daughter, 
Judy, who attends Balboa High School, will make thelr home in Houston, Texas. 
Another daughter, Mrs. Neomm! Steinberg, lives in Peekskill, New York. A son, 

Dr. Michael Witkin, is serving his residency in Internal Medicine at Chapel Hill, 


North Carolina, and son Samuel is attending the University of Houston. 


Any assistance you can give will be greatly appreciated. Ifa letter is signed but 
not in time for receipt here by May 4th, perhaps the text could be cabled to me so that 
I might read It at the ceremony. Merrill Whitman of our Washington office will be glad 


to assist In this respect. 
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Sincerely yours, ’ 

W. P. Leber oe 

Governor ae 
a 
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MEMORANDUM 


New 
THE WHITE HOUSE 


WASHINGTON 


: 
/ 
fet 


| c7 
| Tuesday, May 2, 1967 -- 4:40 p.m, 


Mr, President: 


The Speaker says he will talk to Mrs, Sullivan if you wish him 
to. His problem: He's not sure whether she'll hit the ceiling and we'd 
all be worse off than before, 


He wants you to understand that he will do whatever you wish 
and will be as tactful as he can be, 


[paced stow 


Tell the Speaker to go ahead 


Let Mrs, Sullivan be 


See me 


ROBERT F. WOODWARD 
1642 AVON PLACE, N.W. 
WASHINGTON, D. C. 20007 


April 26, 1967 


Dear ts 


I would not presume to impose on your 
time and intellect if it were not that (1) this 

is the kind of economic problem I think you may 
enjoy for 'bedside' reflection, (2) your brains 
are pargicularly needed on this question, (3) the 
question of tolls and canal income may turn out to 
be crucial, and (i) you have already shown your 
gre&t interest in the whole canal problem. Your 
ideas,and reactions to the attached memo will be 
gratefully received. 


This memo has already been given to 
Stanford Research - in the hope that it may help 
them a little in developing their ideas on the ; 
subject sooner than they have indicated - which ; 
is "by the end of the year". : 


With warm regards, 


As ever, 


“e416 


The Honorable 
Walt Rostow, 
The White House, 
Washington. 


OFFICIAL USE ONLY 


April 12, 1967 


CRITERIA FOR PANAMA CANAL TOLLS SYSTEM 


It appears possible that the Panama Canal Administration 


could establish a’new tolls system that would bring in 


considerably more revenue than the minimum that is being 


tentatively contemplated for the first few years of the 


prospective new treaty. Such a remunerative tolls system 


might be established without creating inequities, without 


disturbance to commerce, and even without arousing significant 


apprehension. 


It is hoped that the comments in this memorandum about 


the criteria that it would be desirable to follow in establish- 


ing a new tolls system may stimulate further development of 


ideas on this subject. 


Criteria Used in Present Tolls System . 


The present Panama Canal Tolls System follows three 


main criteria: 


1. The criterion that the Canal Administration should 


receive a basic rate of toll that is related to the displacement 


tonnage, size and shape of vessel that transits the Canal, 


without reference to cargo. The fee of 72 cents per 100 cubic 


feet of usable cargo or passenger space on vessels that are not 


laden does not correlate identically with displacement tonnage, 


size and shape of vessel, but the correlation is very close. 


2. The criterion that there should be an additional rate 


of toll based on tonnage of cargo, for loaded vessels which 


aos 


transit the Canal, without reference to the value of the 


cargo. While the present toll of 90 cents per 100 cubic 


feet of usable cargo and passenger space is not limited 


to the space thet is used, but applies to the total space if 


there is any cargo on board, this toll constitutes, in 


general, an additional fee of 28 cents per 100 cubic feet 


(over the basic 72 cents) for cargo and passenger space 


that is actually used for cargo and passengers. 


36 
feasible to administer. 


The criterion that the tolls system should be 


This is an important criterion 


' in the present system, and this is assisted by the creation 
of the uniform unit of 100 cubic feet (the Panama Canal Net 


Ton) amd the simplified methods by which the two preceding 


criteria are followed - at the theoretical disadvantage of 


slight departures from (1) the precise relative difficulty 


of moving different sizes and shapes of vessels through the 


Canal, and (2) the precise relative amounts of cargo on 


board, since even though vessels may be only partly laden, 


they pay at the laden rate for the entire usable cargo space. 


Additional Criterion used in Arthur D. Little and 
and Stanfor esearc nstitute Studies. 


fhe additional criterion used in the studies that have 


been produced, so far, by the Arthur D. Little Co. and the 


Stanford Research Institute is a determination of the extent 


to which the present toll could be raised on the traffic of 


individual commodities or groups of commodities now 


transitting the Canal, without losing excessive amounts 


oe 


of traffic in competition with other transportation 


methods or other ocean routes, or without losing excessive 


traffic from changes in buyer-seller arrangements that 


could eventually be induced by increases in tolls. In 


“studying 17 specific categories and 2 general categories 


of Canal traffic, the Stanford Research Institute estimated 


that tolls could be raised 25% in five categories of products; 


50% in four categories; 100% in four categories; and 


150% in six categories. 


Undoubtedly, Arthur B. Little or Stanford Research 


would not recommend that this criterion be used to establish 


a tolls system that would exact widely different rates of 


toll on a number of specific products or groups of products. 


The studies are useful in discerning what the approximate 


outside limits of a new tolls system might be. But emphasis 


upon ' what the traffic will bear in ‘the current circumstances 


of commerce in a particular product! does not give adequate 


consideration to many other important criteria - any more 


than does the present very simple criterion of one rate 


for all usable cargo space regardless of the nature of the 


carpzo. 


Desirable Criteria for a New Tolls System 


\ There are at least ten criteria which it would be 


desirable to follow in the formulation and establishment 


of a new tolls system which would be balanced, equitable, 


remunerative and acceptable to all interests concerned. 


~h- 


These ten criteria are: 


1. The same as Criterion No. 1 used in the present 


Panama Canal tolls system. 


2. The same as Criterion No. 2 used in the present 


Panama Canal tolls system. 


3. 
fee which correlates with the value of the cargo thet is 


The ériterion that there should be an additional 


moved through the Canal ~- for which there is precedent today 


in the range of ocean freight rates which correlates to some 


extent with value of cargo. This is coupled with the criterion 


of obtaining increasing revenue from tolls in correlation with 


rising costs including the costs of operating the Canal. 


hk. The criterion that tolls should be limited sufficiently 


to avoid undesirable loss or diversion of traffic, and to 


avoid inequitable disruption of significant trade. 


5. The criterion that tolls should be graduated carefully 


in a durable system which can be varied in small degrees but 


which will not be dependent upon current profits or terms of 


trade in particular isolated lines of commerce. 
6. 


or appear to vary, from the present tolls system any more 


The criterion that a new tolls system should not vary, 


than is necessary to attain the main objectives, in order to 


avoid significant alarm or apprehension. 


7- The criterion that, if possible, a new tolls system 


should include elements that would tend themselves to a 


public declaration by the Canal Administration that there 


would be a certain specific limitation on the extent to 


which tolls would be changed over specific periods, in 


order to reduce apprehension and uncertainty. 


8. The criterion that the revenues should yield 


a total fair return to the Canal owners and operators. 


9. The criterion that the new tolls system should 


be reasonably feasible to administer. 


10. The criterion that there should, if possible, be 


elements incorporated in the new tolls system that would 


facilitate the attraction of huge bulk carriers on an ; 


equitable basis, when a sea level canal enters into 


operation. 


A Hypothetical New Tolls System that would follow All Ten t 
Dost rable Criteria 


fo offer an illustration of a hypothetical new tolls 


system that might conform reasonably with all ten'of these 


criteria, and thus to stimulate further ideas on the subject, 


the following system is outlined: 


1. The present basic toll of 72 cents per 100 cubic 


feet of usable cargo or passenger space for ships in ballast. 


2. <A slightly lower toll, of 87 cents or 85 cents 


per 100 cubic feet, rather than the present 90 cents, for 


all of the usable cargo or passenger space on vessels that 


are laden, whether fully laden or not. This would constitute 


a toll of 25 cents, or 23 cents, per 100 cubic feet which 


would be a fee on tonnage without reference to the value of 


the cargo. 


bee 


3. An additional ad valorem toll rate of 1/l of one 
percent of the value of the cargo, based on a posted minimum 
value for all products that transit the Canal, which would be 
changed only with 90 days advance notice. 

hk. A valuation ceiling of $3000 (or less) per 100 cubic 
feet. (If the eesving were $3000, the highest ad valorem fee 
would be $7.50 per 100 cubic fect. ) (Under this system, it 
would be necessary only to have a posted conversion table of 
the value, in units of 100 cubic feet, of those products near 
and above the ceiling. All other cargo would be assessed on 
actual value.) 

“, The competitive attraction of air or rail transportation 
would not be greatly increased by the small ad valorem toll; 
and it would probably not be economic to re-route vessels 
carrying high-value cargo as a part of total cargo, to avoid 
the Canal. (See also last sentence under 6, following.) 

5. This tolls system is carefully graduated, and any one 
of its four elements could be modified in small degree to 
meet changing senaretons: so the system would be durable. 

6. This system includes only one significant change 
from the present system - the additional ad valorem toll. 


At the same time, this system offers a small compensatory 


reduction in the rate on tonnage of cargo, without reference 
\ 


to value. To the scheduled combination passenger~-cargo 
vessels that carry high-value general cargo, there would be 


the additional attraction of no ad valorem charge on passenger 
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space. To the carriers of very low-value cargo, there 


would be the attraction of almost no increase in tolls, 


and in fact a reduction in toll on all cargo valued at 


less than $12 per 100 cubic feet (if the basic ballast 


and tonnage rates were to total 87 cents). 


It seems unlikely that any significant commerce now 


using the Canal is dependent upon such a precarious margin 


of profit that it would be affected inequitably by such a 


small ad valorem toll. 
7. It would be possible, withthis system, for the 
Canal Administretion to reduce apprehension by making a public 


oie ae Na GEOINT TS Toe SS nae ot eta n 


declaration that any change in the rate of toll for a new 


five-year period would not be greater than 1/4 of one percent 


of the value of the cargo. 


8. With respect to obtaining a fair return, it is 
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estimated that this system - with rates set at 72 cents, 


plus 25 cents (total 87 cents), plus 1/4 of one percent 


ad valorem, with a ceiling of $3000. per 100 cubic feet - 


would yield about 60% more revenue than the present rate 


system. The Stanford Research Institute has now collected 


data on the valuation of all cargo transitting the Canal 


during the 12 months from April 1, 1966 to March 31, 1967, 


and precise estimates could be made on the basis of these 


data. In its preliminary report, S. R. I. alludes to a 


total figute of about $25 billion dollars as the valuation of all 


It seems likely 


the cargo transitting the Canal in one year. 


-8- 


thet at least $20 billion of this total represents the 
valuation of cargo under a $3000 ceiling per 100 cubic 
feet (1/4 of ene percent of $20 billion is $50 million). 

9. his system would be more difficult to administer 
than the present system, because of the addition of the 
ad valorem rate and the differences of opinion that would 7 
ensue concerning the valuation of cargos. These difficulties 
would be reduced by making the posted minimum prices for all 
commodities conservatively low, and by not changing the 
posted prices without 90 days advance notice. The Stanford 
Research Institute has apparently found that the documentation 
on almost all ships includes precise valuation data. It 
would be particularly useful to have the views of the S. R. I. 
on the practicability of administering an ad valorem toll. 

10. The flexibility of this tolls system, because it 
includes four elements, might facilitate changes that would 
attract the huge bulk carriers to a sea level canal when it 
goes into operation. For example, based on the logic that 
there is no greater cost to the Canal operation in transitting 
a very large vessel through a sea level canal, as compared 
with 8 smaller vessel, it might be feasible to change the 
basic rate of 72 cents to graduated scale that would be 
reduced gradually with the increasing size of the vessel. 

To Lllustrate: the basic toll of 72 cents per 100 cubic 
feet would apply to the first 1000 Panama Canal Net Tons; 


- This basic rate could be reduced by one cent or by 1/2 cent 


for each succeeding 1000 tons ¢ which would bring this basic 
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rate to zero at 72,000 tons in the first instance, and 


at 144,000 tons inthe second instance. If the rate were 


to decline by 1/2 cent for each 1000: tons, this would 
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‘result in a vessel with 150,000 Panama Canal Net Tons of 


usable cargo space paying no basic rate for the last 6000 


tons of this amount and at a sliding scale for the other 


144,000 tons. But it would continue to pay the 25-cent 


Penama Canal Net Ton tonnage fee if laden, and the ad 


valorem fee. 


Note: Under the new tolls system, as illustrated, the 


present rate of 50 cents per displacement ton would continue 
to apply on vessels thet do not carry cargo or commercial S 


passengers. 
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THE WHITE HOUSE 
WASHINGTON 


April 22, 1967 


NOTE TO WALT ROSTOW 


Walt - 


This is how I think we should proceed 
on the Panama negotiations, Linc 
Gordon, Jack Irwin and Bob Anderson, 
with whom I have been in touch by tele- 
phone this morning, all agree. 


wey i 


WGBowdler 


Attachment 
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MEMORANDUM FOR MR. WALT W. ROSTOW 
THE WHITE HOUSE 


Subject: Meeting on Panama Canal Negotiations 


SE ibaa Bene nip eae, ending sen 


Confirming your conversations with Assistant Secretary 
Gordon on the above subject, Mr. Gordon has now been in touch 
with Ambassador Robert Anderson pursuant to Secretary Rusk's 
suggestion for an early meeting to follow up on the President's 
conversation at Punta del Este with President Robles of 
Panama. 


Ambassador Anderson would be free to come to Washington 
next Thursday or Friday, April 27 or 28. Mr. Gordon suggests 
that he arrange a meeting of the Panama Review Group, which 
might be followed either by a collective call on the President 
or by an individual discussion between the President and 
Ambassador Anderson if the President prefers. Ambassador 
Anderson has expressed a preference for a morning meeting, 
and the most convenient time would appear to be Friday 
morning, April 28. 


Our specific suggestion is that the Panama Review Group 
meet at 11:00 on Friday morning, April 28, and then call on 
the President at noon. Secretary Rusk will participate in 
such a meeting if his schedule permits. 


If the above time is not convenient, similar arrangements 
could be made for either Thursday afternoon or Friday afternoon. 


Please let me know what arrangements the President would 


prefer. 
Mu 


Benjamin H. Read 
Executive Secretary 
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THE WHITE HOUSE 
WASHINGTON 


March 30, 1967 


MEMORANDUM FOR 


John P. Sheffey, 

Executive Secretary , 

Atlantic-Pacific International 
Canal Study Commission , 


SUBJECT: Nicaraguan-Costa Rican Sea~-Level 
Canal Route (Route 8) 


My only comment on your proposed letter to 
the President is that Ambassadors Anderson 


and Irwin should weigh carefully whether 
public release of this finding will adversely 
affect their bargaining position with the Pana- 


ty) (Colour 


W. W. Rostow ' 


JOOS 


ATLANTIC-PACIFIC INTEROCEANIC CANAL STUDY COMMISSION wy be 
1815 H STREET NW. 
WASHINGTON, D.C. 20006 Oo 
#2. 


March 27, 1967 


MEMORANDUM FOR: MR, WALT ROSTOW, 

SPECIAL ASSISTANT TO THE PRESIDENT 

MR. LINCOLN GORDON, 

ASSISTANT SECRETARY OF STATE FOR INTER- 
AMERICAN AFFAIRS 

AMBASSADOR JOHN N, IRWIN II, 

SPECIAL REPRESENTATIVE OF THE UNITED STATES 
OF AMERICA FOR INTEROCEANIC CANAL 
NEGOTIATIONS 

MR, THADDEUS HOLT, 

DEPUTY UNDER SECRETARY OF THE ARMY (IA) 


SUBJECT: Nicaraguan-Costa Rican Sea-Level Canal Route (Route 8) 


This Commission has come to the conclusion that the proposed 
sea-level canal route along the border between Nicaragua and Costa 
Rica (Route 8) does not merit further investigation. It proposes to 
recommend in its July 31 Annual Report that no site-survey of this 
route be undertaken. In order that the President will have advance 
notice of the Commission's plan to make this recommendation openly 
in the near future, Chairman Robert B. Anderson proposes to inform 
him by letter along the lines of the attached draft. 


Your concurrence is requested before the letter is dispatched. 


o John P. ken C y \ 


Executive Secretary 


Inclosure 


DEPARTMENT OF STATE oe 
WASHINGTON 
Z feck. 
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IN REPLY REFER TO; oe 
S/S-5592 April 1, 1967 : 
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MEMORANDUM FOR MR. WALT W. ROSTOW 
THE WHITE HOUSE 


Civil Aviation Consultations with Panama 


Subject: 


The enclosed information memorandum summarizes the results 
of consultations with Panama which took place in Washington from 
March 13 through March 20, 1967. 


Understandings were reached on all matters discussed. The P 
US Delegation agreed to recommend that Panama be granted traffic % 
rights at New York City (in addition to its existing route to 
Miami), and the Panamanian Delegation satisfied US desiderata : 
on capacity, tariffs, and non-control of Panamanian air carriers &, 
by airlines of third countries. . 


‘Shunt 
Selgenin H. Read 


Executive Secretary 


Enclosure: Summary of Negotiations g 
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ENFORMATION MEMORANDUM 


Subject: Civil Aviation Consultations with Panama 


The Panamanian Government had not informed us of its 
route desires in advance, and the US Government had a very tight 
aviation negotiating schedule this month, so both sides looked 
upon this round of talks as a prelude to a later, more definitive 
consultation. Nevertheless, it proved possible to reach a 
mutually-acceptable settlement now. 


The last consultation, in 1961, had ended with the 
Government of Panama dissatisfied and critical of US refusal 
to grant additional routes under the then-existing circumstances. 
The head of the Panamanian Delegation at that time was 
Marco Robles, now President of the Republic, who remains 
interested in the subject. (His personal interest was 
re-affirmed by Ambassador Arias in a conversation with 
Assistant Secretary Solomon following the Ambassador's return 

, from a visit to Panama City while the aviation talks were 

in progress.) 


The Panamanian Delegation opened with a request for 
new routes to San Juan and beyond; New York and beyond; and 
Los Angeles and beyond, beside its existing route to Miami. 
Following the preliminary exchange of views, the Panamanians 
pressed for specific US reaction to each route requested, 
together with any counter-proposals which the USDEL might 

be able to offer. After consulting the interested US 
carriers, the Civil Aeronautics Board agreed to authorize 

the US Delegation to recognize that air transport develop- 
ments since 1961 justified giving Panamanian airlines some 
additional access to the Panama-US air traffic market and, 

in this context, initially to offer New York in lieu of 
Miami or, if the Panamanians preferred, to add Washington D.C. 
(or some other point on the US East Coast south of New York) 
as a co-terminal on Panama's existing route to Miami. The 
grant of either route was made contingent on Panamanian 
willingness to: 


1. Insert, in the Route Schedule to the US/Panamanian 
Air Transport Agreement, a new paragraph recognizing that 
neither Party will impose unilateral capacity restrictions 
on airlines of the other Party; 


2. Amend the Annex to the Agreement by adding a tariff 
article; and 


3. Give assurances that airlines of third countries 
will be excluded from substantial ownership or effective 
control of Panamanian airlines operating over the routes 
established by the Agreement. 


When the Panamanians indicated that the US wishes 
could be satisfied if the US would grant New York as a 
co-terminal to Miami, the US Delegation sought US airline 
comment on a possible further proposal consisting of 
(1) retention of Panama's existing route to Miami via 
intermediate points in the Caribbean and (2) the addition 
of a new route with Miami and New York as co-terminals, 
but without intermediate points in third countries, 
(This would satisfy PanAm's desire for direct access to 
New York as an economic basis, but withhold traffic rights 
between New York and intermediate points in the Caribbean.) 
Pan American Airways and Braniff Airways, the US airlines 
with key services to and through Panama, favored the proposal. 
Eastern Airlines expressed routine opposition, while other 
interested US airlines (Western, Trans Caribbean and Caribair) 
were unopposed since no grant of routes competitive with their 
own services was involved. Following receipt of CAB approval, 
and after telephone notification to Mr. Bator by Mr. Solamon 
on Friday afternoon, March 17, the revised package offer was 
put to the Panamanians. After a final effort to obtain more 
routes, especially "beyond" rights to Europe via San Juan or 
Miami, the Panamanian Delegation accepted. 


On March 20, 1967, the consultations ended with delegation- 
level signature of an Agreed Minute recording the ad referendum 
agreements on routes, capacity, and tariffs and the assurances 
against control of designated airlines by air carriers of third 
countries. The Agreed Minute also contained understandings that 
the exchange of diplomatic notes amending the Route Schedule 
and Annex to the Agreement would be effected in Panama City and 
that no interim publicity would be given by either Government. 


The full texts of the ad referendum agreements are now 
being submitted to the Secretary of State for approval in 
accordance with established procedures. 
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MEMORANDUM FOR MR. WALT W. ROSTOW ps i 
THE WHITE HOUSE 


Subject: Civil Aviation Consultations with 
Panama 


Civil aviation consultations between the 
United States and Panama began in Washington on 
March 13. For your information there is enclosed 
a summary of the major issues involved in these 
talks. 


et H. Mla, 
Executive Secretary 


Enclosure: 


Summary of Issues 
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MEMORANDUM 


Civil Aviation Consultations with Panama 


Consultations will begin in Washington on March 13. They 
were requested by Panama, for the purpose of presenting a 
request for additional traffic rights in the United States. 
We will take advantage of the consultations to review the 
designation of airlines to provide services on agreed routes 
(present and prospective). 


Two United States airlines (Braniff and Pan American) operate 
to Panama. Eight Panamanian companies have been designated 
by the Government of Panama. Of these, four already hold 

CAB operating permits -- although some are inoperative. We 
have learned that some of the recently-~designated companies 
may be fronts for European carriers (e.g., KLM and Iberia) 
which hope thereby to obtain access to the New York~-Panama- 
South America market. 


The talks are looked upon by both sides as preliminary in 
nature. A further, later round probably will be needed to 
produce firm agreements or understandings. The views of 
interested U.S. airlines have been solicited by the Civil 
Aeronautics Board and will be considered by the Board in its 
recommendations to the Department. 
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The President 
The White House 
Washington, D. ©. 20500 


Dear Mr. President: 
This Commission has come to the conclusion that the sea- 
level canal route generally along the southern border of Nicaragua 
does not merit a detailed investigation. This route is one of four 


possible routes for a sea-level canal mentioned in your remarks 


of December 18, 1964 on the Panama Canal question. 
This Commission's appropriation authority established in 
Public Law 88-609 was based on cost estimates that did not include 


a detailed site survey of the Nicaraguan route. As reported te you 
in our firat and second annual reports, the decision to seek funda for 


such a survey wes deferred pending the completion of reliable mapa 


of this route by the Inter-American Geodetic Survey. These maps were 


produced in mid-1966, and a conceptual atudy of the technical feasibility 


of nuclear excavation of a canal along this route has nov;been completed. 


This study shows that nuclear excavation along this route would involve 


extremely difficult engineering problems and would cost much more than 


canals along the other nuclear routes under investigation in the Darien 


Nuclear excavation of the 


area of Panama and in Northwest Colombia. 


Nicaragua route would also require temporary evacuation of many more 


people than would be involved on the Darien or the Colombian route. 
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The v/act uation area would incluge large areas of both Nicaragua 


ard Costa Rica, 


- This route was also evaluated in the last comprehensive 


canal study. The Governor of the Panama Canal in his raport "Isthmian 


Canal Studies, 1947", stated that the costs of a sea-level canal in 


Nicaragua exceedad those of a sea~lavel canal at Panama and at 


other isthmian sea-level routes, that modemization of the Panama 


Canal was less expensive than building a new lock canal in Nicaragua, 


and that the added commerctal advantages of a Nicaragua canal were 


net suffictant to overcome the differential favoring Panama in pros- 


charges for lock’canals. 


pective annual 


‘In view of the findings of the 1947 study and our conceptual 


study, the Commission has come to the cor.clusion that the Nicaraguan 


route does not merit further consideration as a site for a sea-level 


canal, We have ascertained that the Dapartment of State and the : 


Department of Defense have no objections to the alimination of this 


route from our investigation, and Ido not believe that its elimination 


will have any harmful effect on the treaty negotiations with Panama, 


The purp ¢ of this letter is to inform you in advance of our 


intantion to recommend to you in our next annual reoort, due on 


July 71, that ro detailed survey of tha Nicaraguan routa be undertaken 
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DRAFT/27 MARCH 1967 

and further work on this route be limited to that necessary t 
present our findings to you in the final report required by Public 
Law 86-609. | 


With great respect, 


Robert B. Andereon 
Chairman 
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1 February 1967 


In reply refer to? 
1-1477/67 a 
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SUBJECT: Base Rights and SOF Agreement with Panama 


Rages crane Si 


The undersigned met with Ambassador Aleman on 30 January 1967 to 

discuss further the technical level draft (copy attached to Memo ws 
an for Record of 30 November 1966). In the course of our discussions - aes 
‘ Aleman indicated that the Panamanians still had difficulty with re re 


the formulation covering non-Canal Defense activities. The ae 
Panamenians can accept "Canal Defense and related security purposes" — Pe 
in Article II. It was agreed that the undersigned would draft two ee 4 
new paragraphs to cover emergency situations affecting the security <, i 
and continuity of operation of the Canal and procedures for obtaining . . a : 
if 
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training and maneuver areas other than those made available under the 
Agreement. On the general question of timing, Aleman stated that while 


there was no June "de e"he was “concerned” that President Robles 
mi eel, constrained to bow to the ‘Lements 
he “take the microphone” and announce that th 


t 
the United States Is wot possible. Aleman envisions meetings at 

the Eleta-Rusk and Robles~Johnson levels to handle matters which, 
although recommendéd by thé negotiators, are not acceptable to the 
Foreign Minister or the President. The disturbing implication is 
tHat the negotiation at the special representative level is only 
preliminary to the main event at the Foreign Minister and/or 
Presidential level. Aleman noted that the 1936 and 1955 negotiations 


a between the US and Panama were concluded by summit level meetings. . Bo 
ee As Roosevelt journeyed to Panama in 1936 and Ramon to Washington 16) 
_ in 1955, it would appear to be Panamanian thinking that it will be (or 
s President Johnson's turn to visit Panama City. ow nA 
: | ie ee, . 
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Bernard A. Ramundo wy 
Lt. Colonel, USA 


Foreign Military Rights Affairs 


fe ae 
Me. Inwin <———S 
, . ree eto ae Ge ae eH whee 6 MP ee Reese ay LAER cnet 
CLASSIFIED POO GREITIOS CT OA Ysa rapmerse. | : 
: uth J Miche ke bas ANd 1 YRS 
, Authority E.0. 11652 SEC. 5(A) and (D)_ [fF BOD DIR 5200.10 ; 


» NARS, Date 


a me 


MEMORANDUM 
THE WHITE HOUSE 


WASHINGTON 


Thursday - February 9, 1967 
( K : | 


Mr. President: 


You will be interested in this New York Times report on how General 
Leber's appointment was received in Panama and the Zone: 


"NEWS IS WELCOME 
Special to The New York Times 


BALBOA, Canal Zone, February6-= Word that 
President Johnson had nominated Brigadier 
General Walter P. Leber to become the next 
Governor of the Canal Zone met with a high degree 
of endorsement today both among waterway execu- 
tives and rank~and~file residents, 


The news was also well received in the Republic 
of Panama, where General and Mrs. Leber made 
many friends during his tour of duty as lieutenant 
governor. 


Many Isthmians today commended Mr. Johnson's 
wisdom in choosing for this duty, which involves 

many complex problems and sensitive human relation~ 
ships, a man with recent seasoning in the no. 2 spot," 
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Monday - February 6, 1967 


MEMORANDUM FOR GEORGE CHRISTIANS 


SUBJECT: Appointment of Panama Canal Zone Governor 


Attached is a draft press release on the appointment of General 
Leber as Governor of the Canal Zone. 


You will note that it makes no mention of the four-year term. This 
is deliberate because some Panamanians may interpret the four- 
year term ae an indication that the United States does not expect 
to sign a new treaty before then. 


it is quite likely that you will get a question about how the appoint- 
ment affects the treaty negotiations. I recommend this reply: 


"The appointment will have no effect on the course 
of the negotiations, but the arrangements resulting from 
the negotiations could affect General Leber's term of 

. office." 


WGBowdler 
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FOR USE AFTER JANUARY 31, 1967 


DRAFT WHITE HOUSE PRESS RELEASE 


The President today announced that he intends to nominate Brigadier 


General Walter P. Leber as Governor of the Canal Zone. General Leber 
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will succeed Governor Robert J. Fleming, Jr., who resigned as Governor 


‘ effective as of his retirement from active duty status with the United States 


Army on January 31, 1967. 


Seen 


General Leber is a former Lieutenant Governor of the Canal Zone, 


having served in that capacity from 1961-1963. Born September 12, 1918, 

he received a bachelor of science degree from the Missouri School of Mines : 
and holds a master's degree in business administration from George 
Washington University, General Leber's Army assignments have included 


overseas service in the European Theater during World War II, duty with 
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the Manhattan Project at Oak Ridge and Walla Walla Districts of the Army 


Corps of Engineers, and service with the Eighth Army in Korea. He was 


Division Engineer of the Ohio River Division of the Army Corps of Engineers, 


with headquarters in Cincinnati, Ohio, from 1936-1966, and since then 


has served as the Director of Civil Works of the Office of the Chief of 


Engineers in Washington. 
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In accepting Governor Fleming's resignation, the President noted that 


he has served as Governor longer than any other individual since General 


Goethals, the builder of the Panama Canal. He paid tribute to the effective 
manner in which the Panama Canal has handled a record breaking and ever 


increasing volume of ship traffic with economy, speed, and safety during 


Governor Fleming's administration. 
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BRIGADIER GENERAL WALTER P. LEBER 


Brigadier General Walter P, Leber is a native of St. Louis, Missouri 
(born September 12, 1918). He was graduated in 1940 from the Missouri 


School of Mines, Rolla, Missouri, with a bachelor of science degree in 
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mining engineering (with petroleum option). He was commissioned in the 
Army Reserve in May 1940 and commissioned in the Regular Army in June 
1942. He was called to active duty in March 1941 and served in the 
European Theater of Operations in World War I. 

On his return to the United States in 1946, he was asssigned to the 
Manhattan District, Oak Ridge, Tennessee, as Chief, X-10 Project. From 
1947 to 1949, he was stationed in Washington, D. C., as Chief, Technical 
Branch, Military Liaison Committee to the Atomic Energy Commission. 

He served in the North Pacific Division of the Corps of Engineers from 
1949 to 1950, first as Assistant to the Seattle District Engineer, then as 
Walla Walla District Executive Officer. He then moved to Fort Sill, Oklahoma, 
as an Engineer Battalion Commander, later serving as Group Commander. 

From 1952 to 1955 he was assigned to the Department of the Army 
General Staff, Washington, D. C., Office of the Assistant Chief of Staff, 
Ge4, and Office of the Deputy Chief of Staff for Logistics. He then attended 


the Command and General Staff College, Fort Leavenworth, Kansas, 


From 1956 to 1957 he was with the Eighth U. S. Army in Korea, 


first as Deputy Engineer, then as Commanding Officer, 2nd Engineer 


Group (Construction). After attending the Industrial College of the 


Armed Forces, Washington, D. C., he was for three years (1958-1961) © 


Executive Officer to the Chief of Engineers, Washington, D. C, 


In jJune 1961 he received a master's degree in business adminis- 


tration from George Washington University, Washington, D. C. In 


36.3 EE ch, aL 


May 1964 he received the honorary Professional Engineer degree from 
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the Missouri School of Mines. 

General Leber served as Lieutenant Governor of the Canal Zone 
and Vice President of the Panama Canal Gompany from June 1961 to 
April 1963. For his role in effectively strengthening links of friendship 


between Panama and the United States the Republic of Panama conferred 


on him the Order of the Vasgo Nunez de Balboa in the grade of "Gran 


Oficial, "' 


From April 1963 to July 1966 General Leber was assigned as Ohio 


River Division Engineer for the Army Corps of Engineers, with head- 


In this position he was responsible for a 


quarters at Cincinnati, Ohio. 


major program of water resources development involving annual expenditures 


of approximately $200 million and including the modernization of the Ohio 


River locks and dams, which will ultimately cost approximately $1. 2 billion. 


Since July 1966, General Leber has been Director of Civil Works 


in the Office of the Chief of Engineers in Washington, D. C. In this 


capacity he has direct supervision over the river and harbor development 


for navigation, flood control, hydroelectric power generation, and con- 
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servation and recreational purposes being carried out by the Corps of 
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Engineers at an annual cost of approximately $1.3 billion. 


Mrs. Leber, the former Jean Palus of Walla Walla, Washington, 


has taken an active part in social welfare activities at General Leber's 


various posts. She served as President of the Engineer Wives Club of 


While in the Canal Zone, Mrs. Leber's 


Washington, D. C., in 1958-59. 


outstanding work in welfare activities was recognized by the award of the 


Order of the Vasgo Nunez de Balboa in the grade of ''Comendador'"' by the 


Republic of Panama. 


General and Mrs. Leber have three children: Randy (born November 3, 


1945), Bonnie Gay (born December 20, 1952) and Philip Kevin (borh July 6 


1955). 
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THE WHITE HOUSE > 
WASHINGTON 


Monday, January 9, 1967 
11:20 PM 
MEMORANDUM FOR THE PRESIDENT 


PANAMA SITUATION: 
The Embassy reports that the rally which begun 


at 7PM EST, has disbanded without any serious 
incidents. Some 400 people participated. Of 
these 150 tried to enter the Canal Zone but were 
prevented by the National Guard which is out in 


force and has the situation well in control. 
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wsessage from Embassy Panama ALS j . 
(January 6, 1967) a : 


1. The $12 million loan and grant agreements which were signed this week, 
(Wednesday, January 4, 1967) by President Marco A, Robles and U,S, Am- 


bassador Charles W. Adair, Jr., have met with favorable reaction from most 
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: 2. Following a live nation-wide radio and television network broadcast i 
s from the Presidential Palace, the event was given banner treatment on the ; 


front pages of leading newspapers, which also carried the complete text of 
Embassy and Government of Panama release, and the texts of statements by 
Ambassador Adair and President Robles. The program received laudatory 
comments in editorials and columns in the press and on radio and television, 


: 3. Media commentators agree on the amicable atmosphere in which 


; the loan was negotiated, and express general agreement that the urban de~ 


velopment program should be a blow to poverty and sub-normal conditions 


i aie 
in the country. 


% 4, Yesterday's El Panama America, the leading Spanish afternoon 
paper, commented in "Pulso de Panama" that "those who | : ec] 


that the results of the Alliance for Progress have been thus far ese will 
now have to agree that, in the case of “Panama, it it “has eant a a positive 2 con- 
tribution to our economic, social and cultural | developmen ‘ ent." 

5. La Erense. points out in its editorial that "never before has the 
fight against poverty, unemployment and, fundamentally, against the low 
material and eae conditions of the popular sectors, received the ‘stimulation 


and the thrust now made effective “with 1 the $12 million to be destined | to 0 the 
"Plan Robles" urban development ‘program. 
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6. "Puntos", a front-page column published by pro-Government El Dia, 


says "an appreciable aid has been offered the people of Panama by the Alliance 
for Progress", and adds that ''this program, directed at improving the living | 
conditions and working capabilities of the more needy levels of the population, 
constitutes the most dynamic "expres sion of the revolutionary democratic doc- 
trine of cooperation and stimulation to the growth of those communities in the 
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7. El Mundo, another evening paper, concludes a listing of the projects 
to be undertaken with the loans by stating that '1967 looms as a promising 
year, thus insuring great activity in the economic and social fields". 


8. 'Radio Aeropuerto '' asked why it was necessary to.negotiate a loan 
since the Government reported a budget surplus for 1966,"' 


MEMORANDUM 
# THE WHITE HOUSE 


WASHINGTON 


(“Thursday 
|‘December 22, 


MEETING 
in Situation Room 
2:00 p.m., 12/22/66 


A Skis RACE REG ATR Gt 


Participating: 


State Ambassador Charles Adair - 
Ambassador Robert Anderson (coming in from NYC) 
Mr. Ed Clark 


Assistant Secretary Lincoln Gordon 
Ambassador John Irwin. 


Defense Colonel Ernest Graves 
Deputy Under Secretary of Army Thaddeus Holt 


Secretery-of Army-Stenley Resor. 
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Messrs. Rostow and Bowdler. 
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-MEMORANDUM 


THE WHITE HOUSE 


WASHINGTON 


October 4 66 


MEMORANDUM FOR WALT ROSTOW 
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Walt - 


Attached is a resume of President Robles' State of the Union address. 
It is noteworthy for: 


l. He met the Communist issue head on in accusing the commies 
of fostering disturbances and trying to undermine the govern- 
ment. 


He praised the Guardia and the Intelligence Service for acting 
in a timely and firm -- but restrained -- way in handling dis- 
orders in Panama and Colon. 


He emphasized Panama's need for development through industry 
and agriculture. 


He was frank -- but discreet -- in describing the status of the 
Canal negotiations. 
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He was unstinting in his praise of the Alliance for Progress and 
AID for their contribution to Panama's progress. 


The opening of Congress on October 1 -- always a tense moment -- 
passed without incident. 
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WGBowdler 


Attachments: 


Embassy Panama's 1095 and 1096, 
October 1, 1966. 
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-UNCLAS SECTION 1 OF 2 PANAMA 1095 
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OCT 1 


/ USTA 
| NSC SUBJ: PRESIDENT ROBLES! OCT 1 STATE OF NATIONAL MESSAGE TO 
_ INR NATIONAL ASSEMBLY. 
| CTA 
1A PRESIDENT MARCO A, ROBLES? 7O MINUTE ADDRESS OPENNING 


| DOD ~~ PENULTIMATE SESSION NATIONAL ASSEMBLY DEALT PRINCIPALLY WITH | 
| NIG PUBLIC ORDER, ECONOMIC PROGRESS, CANAL TREATY NEGOTIATIONS AND 


ATID = |MPROVEMENTS SOCIAL AND PHYSICAL INFRASTRUCTURE, IN THAT 
IGA ORDER. AS IN PREVIOUS TWO SESSIONS, PANAMENISTA PARTY 
STR DEPUTIES WALKED OUT OF CHAMBER BEFORE PRESIDENT'S ENTRANCE. 
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FOLLOWING 1S SUMMARY HIGH POINTS, WITH EXCEPTION COMMENTS 
ON TREATY NEGOTIATIONS WHICH BEING REPORTED SEPARATELY. 
(PANAMA 1096). 


PRESIDENT SAID GOP HAD BEEN FACED BY COMMUNIST EFFORTS SUBVERT 
INT PUBLIC ORDER AND UNDERMINE DEMOCRATIC INSTITUTIONS IN 
TRSY DELIBERATE PLAN TO CREATE CONFUSION AND PARALYZE NATION'S 
XMB PROGRESS. FOLLOWING COLON AND PANAMA DISORDERS, HE 
FRANKLY CLEARLY TOLD NATION INTERNATIONAL COMMUNISM 
RSR UTILIZING ADOLESCENT STUDENTS WAS ATTEMPTING OVE RTHROW 
POLITICAL SYSTEM, THAT SPEECH, BASED ON PRECISE INFO, 
INDICATED CXISTENCE DIABOLIC PLOT COMMCNCING WITH 
ASSASSINATION PARTY MILITANT AND DESIGNED PLACE BLAMF FOR CRIME 


_ -_UNCLASSTFIED 


UNCLASSIFIED 


~2- PANAMA CITY 1095, OCTOBER 1 SECTION ONE OF TWO 


ON OFFICIAL INSTITUTIONS, HE PROVEN CORRECT BY SUBSEQUENT 
EVENTS AND tMPARTIAL GOP INVESTIGATIONS, KNOWN LOCAL 
COMMUNISTS HAVE REVEALED DEEP DANGER TO COUNTRY AND SORDIDNESS 
OF MANEUVERS. FORTUNATELY, GOP HAD SUPPORT OF CITIZENRY IN 
FACE OF COMMUNIST PLOT. NEARLY ALL PANAMANIANS BACKED FIRM 
AND DEDICATED GOP ATTITUDE AGAINST AGGRESSION. 
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ROBLES SAID PUBLIC RECOGNITION SHOULD BE GIVEN TO NATIONAL 
GUARD, WHOSE ACTIONS MATCHED CONFIDENCE WHICH PEOPLE HAVE IN 
IT. THROUGH ENERGETIC ACTION IN DIFFICULT TIMES, GN KNEW HOW 
AVOID GREATER TROUBLES. IN NAME OF NATIONAL GOVT AND 

ALL PANAMANIANS, EXPRESSED GRATITUDE TO GN. 


PRESIDENT ALSO GAVE CREDIT TO INTELLIGENT AND EFFICIENT INVES- 
TIGATIONS BY DENI WHICH HAD UNCOVERED WELL PLANNED SCHEME AND 
OBTAINED CONFESSIONS FROM SEVERAL PARTICIPANTS, 

WITHOUT ANY TYPE COERCION, IN VIEW SYSTEMATIC AND PLANNED 
CAMPAIGN OF INSULTS AND CALUMNY AGAINST IT, DENI 'S WORK 

EVEN MORE MERITORIOUS, 

ROBLES EXPRESSED CONCERN WITH THREATS TO PUBLIC ORDER SINCE 

, COUNTRY MUST DEVELOP WITHIN CLIMATE OF CONFIDENCE, PARTICULARLY 
i SINCE PANAMA IS AT START OF ECON GROWTH, PRESIDENT CITED NEW 
: 
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INDUSTRIES, BANKS, INCREASED COMMERICAL AND CONSTRUCT ION 
ACTIVITIES AS INDICATIVE OF COUNTRY'S GROWING PROSPERITY. 
: HE SAID HE DID NOT CONSIDER THIS GROWTH TRANSITORY SINCE IT 
: BASED ON INCREASING PRODUCTION, BETTER DISTRIBUTION WEALTH, 
i AND RATIONAL UTILIZATION INTERNAL RESOURCES. 


ig CIAP REPORT CITED BY PRESIDENT AS PROOF ECONOMIC SUCCESS, 
E EFFICIENCY AND CAPACITY OF PLANNERS. ADDED THAT, NEVERTHELESS, 
: PANAMA MUST MAINTAIN AS FUNDAMENTAL PRINCIPLE NEED 
i STIMULATE MANUFACTURING AND AGRICULTURE; PANAMA CAN NOT CONTINUE 
e AS IMPORTING COUNTRY WHILE THOUSANDS UNEMPLOYED; 
ADMINISTRATION WILL ADOPT PROTECTIVE METHODS TO ENSURE PREFERRED 
POSITION LOCAL PRODUCTS. 


UNCLASSIFIED 


UNCLASSIFIED 
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ROBLES ALSO CITED NEW INDUSTRIES, INCREASED MINIMUM WAGE 
LEVELS, GOVERNMENT EMPLOYEES WAGE INCREASE, ETC. AS 
INDICATIVE BOTH ECONOMIC GROWTH AND MORE EQUITABLE DIVISION 
THEREOF. HE SPECIALLY PRAISED NATIONAL BANK'S ACTIVITIES. 


RURAL SECTION, SAID PRESIDENT ,, REMAINS PRIMARY PREOCCUPAT 1 ON 
AND HAS RECEIVED SPECIAL ATTENTION BY HIS 

ADMINISTRATION, PLAN ROBLES OFFERS SMALL AGRICULTURAL ISTS 
AND CATTLEMEN EFFECTIVE MEANS FOR IMPROVING PRODUCTION, 
AGRARIAN REFORM AND OTHER INSTITUTIONS PROGRESSING AND NOW IN 
POSITION FOR GREATER ACCELERATION, 
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OCT 1 


SUBJ: PRESIDENT ROBLES’ OCT 1 STATE OF NATIONAL MESSAGE 
TO NATIONAL ASSEMBLY 


ROBLES STATED ADMENISTRATION CONSIDERS COLON FREE ZONE FUNDAMENTAL 
PILLAR AND OFFERS ITS GREATEST SUPPORT, PARTICULARLY FOR 
PREPARATION NEW COMMERCIAL SITES. 


PRESIDENT STATED GOP TAX COLLECTIONS PRODUCED $53.9 MILLION... 
DURING FIRST HALF 1966, A 16.6 PERCENT INCREASE OVER 1965. 

HE CREDITED IMPROVEMENT TO TAX REFORM, ADMINISTRATIVE REFORM 
IN TREASURY, AND DEDICATION GOP AUDITORS. 


ROBLES SAID FOREIGN POLICY OBJECTIVE RELATED TO 

FINANCIAL CONSIDERATIONS. HE HAS ENDEAVOERED IMPRESS UPON 
FOREIGN SECTION OF ECONOMY DYNANISM CORRESPONDING TO 

PROGRAM OF ECONOMIC AND SOCIAL DEVELOPMENT WHICH HE Has 

IMPOSED UPON HIS ADMINISTRATION. CITED VISITS MEXICAN, COSTA 
RICAN AND COLOMBIAN PRESIDENTS AS PRODUCING PRELIMINARY soa 
WHICH SHOULD LEAD TO GREATER ECONOMIC INTERCHANGE. 
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(REMARKS ON TREATY NEGOTIONS GIVEN aT THIS POINT). 


PRESIDENT DETAILED SOCIAL AND PHYSICAL INFRASTRUCTURAL 
IMPROVEMENTS aND STATED EDUCATION RECEIVES 24 PERCENT GOP BUDGET. 
WITH OTHER EXPENDITURES ADDED E.G. UNIVERSITY AND PUBLIC WORKS 
SCHOOL CONSTRUCTION, NEARLY ONE-THIRD GOP BUDGET GOES TO EDUCATION. 
ALSO CITED LIST OF PHYSICAL AND PROFESSORIAL IMPROVEMINTS, 
MENTIONED IFAHRU WORK AND PARTICULARLY PRIASED ROCAP FOR 

SCHOOL BOOKS AND AID FOR NEW SCHOOL FACILITIES. 
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POWER, SEWER SYSTEMS, PUBLIC HOUSIN< ANG WEDIGAL AND PUBLIC : | 
HEALTH. GAVE PARTICULAR ATTENTION TO IVU ACHIEVEMENTS AND te 
EXPANSION SOCIAL SECURITY SYSTEM. 


‘PRESIDENT CONCLUDED RY STATING HIS EXAMTNATION OF 
SITUATION MADE HIM OPTIMISTIC FOR FUTURE. HE CREDITED 
FAVORABLE NATIONAL BALANCE SHEET TO INVALUABLE COLLABORATION 
GIVEN HIl¢ FROM ALL PARTS OF COUNTRY AND aLL aSPECTS 

NATIONAL LIFE BY THOUSANDS OF PANAMANIANS. 
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COMMENT : IN DETAILIN ASHE SECTION RGB! 
: THROUGHOUT ADDRESS GAVE UNSTINTING CREDIT Te alo AND ALLIANCE 
' FOR “PROGRESS FOR THEIR CONTRIBINTO : sR OOH 


VELASQUEZ ; FIRST VICE PRESIDENT AND ALONZO FERNANDEZ , SECOND 
VICE PRESIDENT OF THE ASSEMBLY. 


ONLY UNTOWARD OCCURRENCE DURING INAUGURAL CEREMONY, APART FROM r 
WALKOUT BY PANAMENISTA DELEGATION, WAS OCCASSTONED BY SOME 25 | 
CHRISTIAN BEMOCRATIC YOUTH WHO GATHERED NEAR ASSEMBLY BUILDING a 
BEFORE PRESIBENT'S ARRIVAL. DEMONSTRATORS CHANTED DEROGATORY: > 
REMARKS AND CARRIED SIGNS DENOUNCING "MILITARISH” AND 
“FAILURE OF ROBLES REFORMS". THERE WERE NO INCISENTS, NO 

ARRESTS. ADAIR : | 
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CIA SUBJ: ROBLES't COMMENTS ON TREATY NEGOTIATIONS IN STATE OF 
NSA NATION ADDRESS. 
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IN OCTOBER 1 ADDRESS AT INAUGURATION NATIONAL ASSEMBLY SESSION 
(PANAMA 1095), PRESIDENT ROBLES MADE FOLLOWING STATEMENT RE 
RSR STATUS CANAL TREATY NEGOTIATIONS: 


"IN MY MESSAGE SUMMING UP WORK OF EXECUTIVE BRANCH DURING 
FIRST YEAR MY PRESIDENTIAL TERM, | GAVE SUCCINCT RESUME OF . 
PROBLEMS CONCERNING GOP-US NEGOTIATIONS DIRECTED TOWARD FINAL i 
SOLUTION THOSE ISSUES RESULTING FROM MORE THAN SIX DECADES OF 

OPERATION INTEROCEANIC CANAL, | CITED FIVE FUNDAMENTAL POINTS 

OF AGREEMENT NEGOTIATIONS HAD REACHED, FOLLOWING THOSE FORMULATED 

| BY DECLARATION WHICH, IN ASSOCIATION WITH PRESIDENT JOHNSON, 

| MADE SEPTEMBER 24, 1965. 


"OUR DELEGATION FOLLOWING FOREIGN MINISTRY INSTRUCTIONS, 
CONCENTRATED ITS EFFORTS ON SUSTAINING LISTED CONTENTS OF 
GENERAL AGENDA WHICH HAD BEEN PRESENTED FOR CONSIDERATION OF 
UNITED STATES DELEGATION AT BEGINNING OF 1965. THESE THEN 
CONSIDERED ALONG WITH OTHER POINTS RAISED BY OUR COUNTRY, AND 
THIS PHASE OF DISCUSSIONS HAVING BEEN COMPLETED, THE NORTH 
AMERICAN DELEGATION ANNOUNCED THE PRESENTATION OF DOCUMENTS 
WHICH WOULD CONTAIN SPECIFIC AND DETAILED PROPOSALS OF THEIR 
NATTON ON EACH ONE OF THE THRE FUNDAMENTAL AREAS OF 


______UNCLASSJFTED —___ 
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NEGOTIATION TO WHICH i HAVE PREVIOUSLY REFERRED. 


4 "EARLY THIS YEAR, PANAMANIAN AMBASSADORS IN WASHINGTON | 

4 RECEIVED FROM AMERICANS THREE DOCUMENTS WHOSE SPANISH TITLES 

' ARE "TRATADO ENTRE PANAMA Y LOS ESTADOS UNIDOS CONCERNIENTE 
AL CANAL DE PANAMA: ACUERDO SOBRE DERECHOS DE BASES Y REGIMEN 

; DE FUERZAS ARMADAS ENTRE PANAMA Y LOS ESTADOS UNIDOS; CON- 

E VENCION ENTRE PANAMA Y LOS ESTADOS UNIDOS CONCERNIENTE A UN 

CANAL A NIVEL", 


SS ata 


"IN AGREEMENT WITH RULES GOP ADOPTED FOR CONDUCTING NEGOTIATIONS, 
OUR AMBASSADORS RETURNED TO GIVE ME ONE COPY EACH OF ABOVE 
CITED DOCUMENTS. 


"OUR DELEGATION RETURNED TO U.S. ACCOMPANIED BY FOREIGN MINISTER 
WHO ON PRESENTING DOCUMENTS TO U.S. DELEGATION ON JUNE 27, 
EXPOUNDED IN BRIEF BUT COMPLETE FORM THEIR CONTENT 

AND SIGNIFICANCE WITH GOP WOULD PLACE ON THEM AS PART OF 
NEGOTIATIONS, AT SAME MEETING INTENSIVE WORK PLAN WAS ADOPTED 
WHICH HAS BEEN CARRIED OUT THROUGH SEVERAL WEEKLY MEETINGS AT 
OUR EMBASSY IN WASHINGTON, IN WHICH FORMAL CONSIDERATION HAS 
BEEN GIVEN TO UNDERSTANDINGS BEING ACHIEVED IN MATTERS UNDER 
DISCUSSION ON PRELIMINARY STEP. TO WRITING CONTRACTURAL TEATS. 
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"STATUS OF NEGOTIATIONS PERMITS ME TO ASSURE YOU THAT UNTIL NOW 
i COURSE OF NEGOTIATIONS IS POSITIVE RE ACHIEVEMENT OUR 

i FUNDAMENTAL DEMANDS (REIVINDICACIONES). | WISH REITERATE 

5 WHAT | SAID PREVIOUSLY TO EFFECT THAT MY GOVERNMENT WILL NOT 

, SUBSCRIBE TO ANY COMMITMENTS WHICH IN ANY WAY CONTRADICT OR DO | 
: NOT HEED JUST ASPIRATIONS OF NATION AS FREE AND SOVEREIGN, 

3 ENTITY DETERMINED TO OBTAIN LEGITIMATE RESOURCES FOR PURSU(T, 

E ITS ECONOMIC, SOCIAL DEVELOPMENT SPREADING BENEFITS AMONG 

ALL SONS OF THIS LAND FOR CURRENT AND FUTURE GENERATIONS, 
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"THE EXECUTIVE UNDERSTANDS INTEREST WITH WHICH NATION FOLLOWS 
THESE NEGOTIATIONS AND CONSIDERS DESIRE FOR INFORMATION BY 
COMMUNITY LOGICAL. IS FITTING TO NOTE, HOWEVER, THAT - 

RESERVE IN MATTERS THIS TYPE NOT ONLY 1S NORM GENERALLY 
ACCEPTED IN INTERNATIONAL RELATIONS BUT 1S COVERED BY LEGAL 
MEASURES IN FORCE, IT ALSO DESIRABLE WHEN PROBLEMS AS NUMEROUS 
AND COMPLICATED AS THOSE SURROUNDING CANAL QUESTION ARE UNDER 
DISCUSSION, IN THIS CONNECTION, IT KNOWN THAT FOREIGN MINISTER 
HAS MY SPECIFIC INSTRUCTIONS TO APPEAR BEFORE THIS | 
LEGISLATURE, ACCOMPANIED BY SPECIAL AMBASSADORS AND THEIR OTHER 
COLLEAGUES ON THIS MATTER, AT PROPER TIME, WHEN THEY MAY BE DEALING 
WITH CERTAIN ASPECTS OF GREAT IMPORTANCE WHICH AT THAT MOMENT 
ARE MOVING TOWARD POSITIVE DETERMINATION, SO THAT HE MAY OFFER, 
WITH NECESSARY JUDGEMENT AND DELIBERATION, TO DEPUTIES AN 
ADEQUATE REPORT ON STATUS OF THESE MATTERS". 


COMMENT: PRESIDENT'S REMARKS ON TREATY NEGOTIATIONS WERE 
DELIVERED WITH MORE FORCEFULNESS THAN REST OF ADDRESS AND RECEIVED 
THE ONLY TWO BURSTS OF APPLAUSE GIVEN BY AUDIENCE DURING 

ADDRESS. 
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September 12, 1966 


Dr. Walt Rostow 

Special Assistant to the President 
The White House 

Washington, D. C. 


Dear Dr. Rostow: 


i ee 
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Ambassador Philip Klutznick has requested that 


we send you the enclosed copy of the Report of the 


Panama Review Team of which he was the leader, 


Sincerely yours, 


John M. Eustace 
Planning Staff 


Office of the Deputy Assistant Secretary 
for Management, ARA-LA 
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Enclosed: 
Report of The Panama Review Team 
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September 2, 1966 


MEMORANDUM FOR MR. WALT W. ROSTOW 
THE WHITE HOUSE 


Subject: Klutznick Report on Panama Aid 
Program 


Enclosed is Ambassador P. M. Klutznick's Report 
on the Panama Aid Program. Also enclosed is a sum- 
mary of the report and the status of certain action 
recommendations. 


Weblo etak 


Executive Secretary 


Enclosures: 


As stated. 


